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SUBJECT: UK EXPORT INFLATION INSURANCE SCHEME 
REF: USEC BRUSSELS 12147 

1 . CHANCELLOR HEALEY ANNOUNCED DEC. 15 AS PART OF HIS 
MINI BUDGET PACKAGE THAT UK'S EXPORT INFLATION INSURANCE 
SCHEME WOULD BE EXTENDED FOR ANOTHER YEAR, THROUGH MARCH, 
1978. EMBASSY RECOMMENDS A LOW-LEVEL RESTATEMENT OF 
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CONCERN AND HOPE FOR EARLY TERMINATION OF THE PROGRAM. 

2. THERE ARE OPPOSING PRESSURES FROM HM TREASURY AND 
THE CONFEDERATION OF BRITISH INDUSTRIES (CBI) ABOUT THE 
CONTINUATION OF THIS PROGRAM. HM TREASURY WOULD LIKE 

TO DROP THE SCHEME UNDER WHICH ONLY TWO CONTRACTS WORTH 
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62 MILLION POUNDS HAVE BEEN CONCLUDED SINCE THE INSURANCE 
BECAME AVAILABLE IN FEBRUARY, 1975. CBI HAS PUSHED 
STRONGLY FOR THE PROGRAM S CONTINUATION AND ITS PRO- 
LONGATION CAN BE SEEN AS A BONE THROWN TO CBI - WHICH 
IS GRATEFUL FOR BONES. REGARDLESS OF SIZE. 

3. WE BELIEVE SCHEME WILL BE EXTENDED WITHOUT CHANGE. 

WE HAVE NO INFORMATION TO SUGGEST IT WILL BE "IMPROVED" 

AS NOTED BY USEC'S SOURCE IN REFTEL. 

4. CANADIAN HIGH COMMISSION HERE IS WITHOUT INSTRUC- 
TIONS AS OF DEC. 16. 

5. IN EMBASSY'S VIEW, IT IS HIGHLY UNLIKELY THAT UK 
GOVERNMENT WOULD SERIOUSLY CONSIDER ANY WITHDRAWAL FROM 
THE POSITION TAKEN BY THE CHANCELLOR IN THE HOUSE OF 
COMMONS. HOWEVER. U.S. FAILURE TO NOTE ITS CONCERN AT 

THIS TIME COULD BE MISINTERPRETED AS A SOFTENING OF OUR 
OPPOSITION TO ARRANGEMENTS OF THIS TYPE. THEREFORE, 

EMBASSY RECOMMENDS A DEMARCHE AT OFFICE DIRECTOR 
LEVEL TO OFFICIALLY EXPRESS U.S. CONCERN AT THE EXTEN- 
SION OF THIS PROGRAM FOR A FURTHER YEAR AND TO RESTATE 
OUR CONTINUING HOPE FOR AN EARLY TERMINATION OF THE 
ARRANGEMENT. 

6. ALMOST CERTAINLY, PART OF BRITISH REIOINDER WILL BE 
(A) THAT UK SCHEME IS REQUIRED TO REMAIN COMPETITIVE 
WITH THE FRENCH AND (B) IS THE U.S. MAKING SIMILAR COM- 
PLAINT IN PARIS. FOR THIS REASON, WE ALSO SUGGEST A 
PARALLEL LOW-LEVEL RESTATEMENT OF U.S. POSITION TO THE 
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